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SUBJECT: Child Support Enforcenent

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALY SISOF BILL ASAMENDED 07/12/99 STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BILL

This bill, as it directly affects the Franchi se Tax Board (FTB), would anend
AB 196, which recently went to enrollnment and is described under Legislative
Hi story. SB 542 would clarify that the transfer of the responsibilities and
authorities to enforce collection of delinquent child support fromthe | oca
agencies to the FTB woul d be for purposes of account receivabl e managenent and
not case managenent, as defined, and for purposes of enhancing the pronptness,
efficiency and effectiveness of wage wi thhol ding. Under this bill:

The definition of delinquency would be certain (i.e., accounts greater than
$100 and nore than 60 days in arrears) and could not be superceded by
Departnent of Child Support Services (DCSS) guidelines (which was not the
intention of the author of AB 196 but otherw se would be allowed under that
bill as enrolled).

Any | evies on wages for delinquent child support issued by FTB woul d be

t hrough the i ssuance of a notice of assignment (which is currently issued
only by district attorneys (DAs)) and woul d be issued on behalf of and in
the nanme of the county transferring the delinquency.

The anpbunt of an enpl oyee’ s wages subject to |evy for delinquent child
support under a notice of assignnent would increase (fromthe greater of 3%
of the arrearage or $50) to that anount currently subject to | evy through
FTB' s earnings withholding orders (up to 50% of the enpl oyee’s disposabl e

ear ni ngs) .
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When FTB identifies an enployer to enforce paynment of a child support

del i nquency and the obligor also owes an amount for current support, FTB
woul d be required to include in the notice of assignnment the current support
amount .

FTB woul d be required to direct obligors or third parties to make any
paynments directly to the local child support agency that transferred the

del i nquency to FTB, pending inplenentation of a state di sbursenent unit.
Directing the paynents to the local child support agency woul d be subject to
phase-in, upon approval by DCSS, to the extent necessary to ensure that the
| ocal child support agency is capable of accepting paynent.

Additionally, this bill delays fromJuly 1, 2000, to January 1, 2001, the
operative date for the Enpl oynment Devel opnent i ndependent contractor registry.

Thi s anal ysis addresses the definition of accounts recei vabl e managenent and the
above bulleted provisions. This analysis revises the first two Policy

Consi derations previously raised as they are affected by these anendnents. This
anal ysis also revisits the Inplenentati on Considerations previously raised.

SUMVARY OF AMENDMENT

Thi s anmendnent adds the above nentioned provisions as anendnents to AB 196.

LEG SLATI VE H STORY

AB 196 would create, within the California Health and Human Servi ces Agency, the
DCSS to repl ace the Departnent of Social Services (DSS) as California’'s

Title 1'V-D agency. In addition, this bill would transfer fromthe DAs or new

| ocal child support agencies (county(s)) to the FTB the responsibility and
authority to enforce collection of delinquent child support. This transfer would
create and establish within the FTB a statew de child support delinquency
enforcenent programin support of the county through the DCSS.

Under this program counties would be required to transfer to FTB all child
support accounts greater than $100 and nore than 60 days in arrears or as

ot herwi se defined by guidelines prescribed by the DCSS, in consultation with the
FTB. However, the FTB could transfer back to a county or allow a county to
retain a child support delinquency if the FTB determ nes the transfer or
retention of the delinquency would enhance the collectibility of the delinquency.
Upon transfer of the delinquency, FTB would have the authority to enforce

coll ection of the delinquency as though it were a delingquent personal income tax
liability.

Additionally, under AB 196, certain persons currently required under federal |aw
to file an information return reporting non-enpl oyee personal services

(i ndependent contractor registry [ICR]) for which $600 or nore was paid woul d be
required to accelerate the reporting of those services and paynents to Enpl oynent
Devel opment Departnment (EDD), operative July 1, 2000. The reporting would be
required by the earlier of 20 days after entering into the personal service
contract with aggregate payments in excess of $600 or when payments nade exceed
$600. The information could be used for child support enforcenment, tax

enf orcenent and EDD pur poses.



Senate Bill 542 (Burton/Schiff)
Anmended 09-07-99
Page 3

SPECI FI C FI NDI NGS

Pol i cy Consi derati ons

FTB' s previous analysis indicated that under this bill FTB s phase-in of
the transferred cases woul d begin before and during the period that the
case managenent functions are being transitioned fromthe DAs to the

| ocal child support agency, yet the transfer and transition are schedul ed
for conpletion at the sane tinme, Decenber 31, 2002. It was suggested
that to the extent possible, additional thought should be given to the
overall scheduling of events as it may be | ess disruptive to collections
if the transfer of cases to FTB were acconplished either well before,
well after or in conjunction with the plan for the transition of case
managenent responsibility fromthe DA to the |ocal agency. As amended,
the bill requires that FTB' s phase-in of the transfer of child support
del i nquenci es woul d focus on the need to coordinate this transfer with
the transition fromthe DAs to the | ocal child support agency.

The workl oads created by this bill are in keeping wwth FTB' s recogni zed
core conpetency of enforcenent of child support delinquencies. FTB s
previous analysis indicated the bill could consider clarifying the case

managenent functions fromthose that are accounts recei vabl e managenent
functions. As anmended, the functions descri bed as accounts receivabl e
managenent are all related to enforcenent activities and do not require
FTB to performfunctions that are clearly case managenent.

| npl ement ati on Consi derati ons

This bill would not significantly affect the inplenmentation plan envisioned
in the analysis of the previous version of the bill. Key to the success of
FTB' s program and the renoval of any obstacles will be cooperation and cl ose

conmuni cati on anong FTB, the |ocal child support agency and the DCSS.

FTB s previous analysis, however, pointed out that FTB is designing and
devel opi ng a new accounts receivabl e system for recovering delinquent
paynments due under the personal inconme tax (PIT) and bank and corporation
tax (BCT) laws. This Accounts Receivable Collection System (ARCS) will be
an entirely new systemfor PIT; however, for the BCT, all the ARCS
functionality has been inplenented in an existing systemand transition to
ARCS involves only nmoving the current BCT systemto the new PIT ARCS
platform Currently, PIT ARCS is scheduled for inplenmentation during March
2000, with BCT scheduled to nove to the PIT ARCS pl atform by June 2000.

The previous analysis also indicated that to inplement the technol ogy
necessary for the conprehensive accounts receivabl e managenent of the
del i nquent accounts, staff anticipated PIT ARCS woul d be nodified to
accommodat e t he needs unique to child support delinquency enforcenment, and
to neet the deadline of having the technol ogy operational by July 1, 2001,
whi ch woul d divert resources to the Child Support ARCS and delay both PIT
and BCT ARCS.
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However, after closer review of the ARCS projects, it now appears that only
BCT ARCS woul d be del ayed by the enactnent of this bill. The diversion of
resources would delay the BCT ARCS project fromJune 2000 to between Apri
and June 2001, but this delay would not adversely affect the efficiency or
ef fectiveness of tax collection or the treatnment of taxpayers.
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